Historic,  archived  document 

Do  not  assume  content  reflects  current 
scientific  knowledge,  policies,  or  practices. 


UNITED  STATES 

DEPARTMENT  OF  AGRICULTURE 
LIBRARY 


BOOK  NUMBER 


A2S4. 6 
Ag8 


MAJOR  MEDICAL  EXPENSE  INSURANCE  PLAN 


FOR  FEDERAL  EMPLOYEES  AND  THEIR  DEPENDENTS 


i 
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The  health  insurance  plan  described  in  the  following  pages  re¬ 
sults  from  careful  study  of  the  health  insurance  needs  of  Fede¬ 
ral  employees  and  of  the  variety  of  health  insurance  plans 
available  to  meet  these  needs# 

The  health  insurance  needs  of  Federal  employees  are  twofold: 

1#  Protection  against  the  cost  of  illness  which  in¬ 
volves  relatively  short  hospital  stays  and  normal 
surgical  procedures# 

2#  Protection  against  the  costs  of  serious  illness  or 
injury  uhich  may  require  months  of  treatment  both 
in  and  out  of  the  hospital# 

A  sample  survey  of  Federal  employees  shous  that  most  carry  basic 
hospital  and  surgical  insurance  to  take  care  of  the  first  need. 
Those  uho  do  not  have  such  insurance  can  get  it  at  the  local  level 
for  a  modest  cost. 

The  second  need  is  not  no w  being  met  by  or  for  Federal  employees, 
“Major  medical  expense  insurance11,  designed  to  meet  this  need,  is 
not  available  individually  except  at  a  cost  prohibitive  for  most 
employees;  in  fact,  many  employees  could  not  get  it  even  if  will¬ 
ing  to  pay  the  high  premiums «  It  is  the  type  of  insurance  that 
can  be  provided  economically  only  on  a  group  basis.  It  can  be 
purchased  by  the  Government  on  a  lou-cost  basis  similar  to  the 
purchase  of  Federal  Employees*  Group  Life  Insurance0 

Group  major  medical  expense  insurance  is  usually  sold  to  employers 
as  a  supplement  to  a  uniform  basic  health  insurance  plan.  Federal 
employees,  however,  carry  a  great  variety  of  basic  health  insurance 
plans  with  a  great  variety  of  benefit  provisions.  The  problem  to 
be  solved  in  development  of  a  major  medical  expense  insurance  plan 
for  Federal  employees  was  that  of  finding  the  point  at  which 
major  medical  expense  insurance  should  begin*  YJhat  kinds  and 
amounts  of  medical  expense  are  usually  taken  care  of  by  basic 
health  insurance?  Specifically,  when  would  medical  expenses  be¬ 
gin  to  become  catastrophic  for  the  average  Federal  employee? 

After  consideration  of  the  many  existing  basic  health  insurance 
programs,  it  has  been  found  that,  in  a  serious  illness,  basic 
hospital  and  surgical  insurance  will  cover  most  or  all  of  the 
first  ^5>00  of  hospital  expenses  and  the  first  $>2£0  of  surgical 
fees*  This  cost  area  has,  therefore,  been  ''assigned1*  to  these 
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basic  health  insurance  plans,  and  deductibles  of  0500  and  G2J>0 
have  been  set  for  these  purposes*  Since  these  deductibles  can 
be  offset  by  basic  health  insurance  benefits  the  Federal  em¬ 
ployee  who  carries  basic  health  insurance  will  have  a  minimum 
of  out-of-pocket  expense  before  the  major  medical  expense  in¬ 
surance  takes  over  in  the  serious  illness  which  involves  hos¬ 
pitalization  or  surgery  or  both* 

Basic  health  insurance  plans  are  not  usually  designed  to  take 
care  of  medical  expenses  not  billed  by  a  hospital  or  a  surgeon* 

Yet  the  expenses  involved  in  general  medical  care  and  for  such 
items  as  private  nurses,  prescriptions,  home  and  office  doctor* s 
visits,  ambulances  and  the  like  can  mount  up  during  the  year  to 
assume  catastrophic  proportions,  whether  or  not  a  serious  ill¬ 
ness  is  involved.  Another  problem  faced  in  development  of  this 
major  medical  expense  insurance  was  that  of  segregating  the  nor¬ 
mal,  routine,  and  therefore  budgetable,  medical  expenses  from 
those  of  a  catastrophic  nature* 

The  amount  fixed,  after  stucty  of  the  problem,  was  (>100  annually 
for  the  average  Federal  employee  and  far  each  dependent,,  The  em¬ 
ployee  will  be  expected  to  meet  this  amount  out  of  his  own  pocket. 
Higher  initial  ■* deductibles’*  for  non-hospital,  non-surgical  ex¬ 
penses  are  set  for  higher-salaried  employees.  These  employees 
can  budget  higher  amounts  for  medical  care, 

i 

The  major  medical  expense  insurance  program  differs  for  eligible 
retired  employees  and  those  over  sixty-five.  The  differences  are 
accounted  for  by  two  findings: 

1*  Many  older  persons  are  unable  to  obtain  or  keep  ade¬ 
quate  basic  health  insurance* 

2*  One  of  the  major  deterrents  to  health  insurance  for 
older  persons  has  been  the  anticipated  high  cost  of 
hospital  room  and  board  utilization* 

The  major  medical  expense  insurance  will,  therefore,  start  for 
these  persons  after  (>200  of  expenses  has  been  incurred  in  a  calen¬ 
dar  year.  Any  basic  health  insurance  benefits  can  be  credited 
towards  this  amount*  Hospital  room  and  board  charges  will  be 
reimbursable  only  if  the  retired  or  older  employee  chooses  to 
draw  against  his  group  life  insurance  up  to  one-half  its  ultimate 
amount.  This  method  of  providing  room  and  board  benefits  will 
keep  the  cost  of  the  insurance  within  reasonable  limits* 

iiajor  medical  expense  insurance  will  be  provided  through  amend¬ 
ment  to  the  Federal  Employees*  Group  Life  Insurance  Act,  Em¬ 
ployees  currently  covered  by  group  life  insurance  will  be  auto¬ 
matically  insured  for  major  medical  expense  insurance.  New 
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employees  will  be  insured  for  both  unless  they  specifically 
waive  coverage.  It  is  intended  to  briefly  reopen  enrollment 
in  the  (.roup  life  insurance  program  in  order  to  give  employees 
who  previously  waived  group  life  insurance  a  chance  to  sign 
up  for  the  expanded  benefits  (without  medical  examination) * 

The  present  employee  bi -weekly  contribution  of  25  cents  per 
thousand  of  group  life  insurance  will  be  continued  without 
change  under  the  expanded  program*  The  present  Government  con¬ 
tribution  of  12*| Cents  per  thousand  bi-weekly,  which  is  one-half 
the  employees1  contribution,  will  be  increased  to  25  cents  ti* 
weekly,  thus  matching  the  employees*  contribution.  The  cost 
of  the  combined  program  will  thus  be  shared  equally  between 
the  Government  and  its  employees* 

The  details  of  the  major  medical  expense  insurance  plan  follow* 
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SUMMARY 


FEDERAL  EMPLOYEES*  MAJOR 


MEDICAL  EXPENSE  INSURANCE  PUN 


.3.1  .Ability 


1*  Employees  under  65:  All  employees  currently  insured  for 

group  life  insurance  and  their  de¬ 
pendents  trill  automatically  be  insured 
for  major  medical  expense  insurance* 
Enrollment  in  group  life-major  medical 
expense  insurance  trill  be  reopened  for 
a  short  period  to  permit  those  who  pre¬ 
viously  waived  insurance  to  get  com¬ 
bined  program,  without  medical  exami¬ 
nation* 


2*  Employees  over  65  and  Employees  over  65  with  group  life  in- 
Retired  Employees :  surance  and  dependents  at  employee's 

65th  birthday*  Future  retired  em¬ 
ployees  eligible  for  continuance  of 
group  life  insurance  and  their  de¬ 
pendents  at  time  of  retirement  or  age 
65,  whichever  is  earlier * 


Financing 

1*  Employees  under  65s  Present  employee  contribution  of  25 

cents  bi-weekly  per  thousand  of  life 
insurance  will  be  continued  as  em¬ 
ployees1  contribution  to  combined  pro¬ 
gram*  Government  contribution  increased 
from  12-|  cents  to  25  cents  bi-weekly 
per  thousand  of  life  insurance  as 
Govern.  tent 1 s  share  of  combined  program* 
Thus,  the  cost  of  life-major  medical 
insurance  will  be  shared  equally  be¬ 
tween  employees  and  Government*  The 
employee  will  receive  the  benefits  of 
the  expanded  program  for  the  same  con¬ 
tribution  he  has  in  the  past  been 
making  for  group  life,  accidental  death,, 
and  dismemberment  insurance*  The 
additional  yearly  cost  to  the  Govern¬ 
ment  is  {  32,500,000* 
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2.  Employees  over  65  and  Benefits  financed  by  employee-Govem- 
Retired  Employees;  ment  contributions  ma.de  prior  to  re¬ 
tirement  or  age  6$.  The  major  medical 
expense  insurance  for  these  employees 
will  draw  from  the  group  insurance  fund 
an  additional  six  million  dollars  yearly. 

Benefits  —  Employees  under  63 

1*  ?lg-n  Pays »  75  per  cent  of  covered  medical,  hospital,  and 

surgical  expenses  over  certain  yearly  n  deductible  s’* 
for  each  employee  and  dependent. 

2.  Deductibles;  Hospital  and  surgical  expenses  —  Reimbursement 

for  hospital  expenses  begins  after  ^500  of  hos¬ 
pital  expenses  have  been  incurred  in  a  calendar 
year*  Reimbursement  for  surgical  expenses  be¬ 
gins  after  0250  of  surgical  expenses  in  a  calen¬ 
dar  year.  The  0500  and  0250  deductibles  may  be 
offset  by  benefits  received  from  basic  hospital 
and  surgical  insurance,  which  most  employees  have 
now. 


Non-hospital.  Non- surgical  expenses  —  Reimburse¬ 
ment  for  these  expenses  begins  after  0100  has 
been  spent  for  each  covered  individual  in  a  calen¬ 
dar  year.  Higher  deductibles  are  set  in  the 
case  of  higher-salaried  emploj''ees.  This  de¬ 
ductible  must  be  met  out-of-pocket,  and  cannot 
be  offset  by  basic  health  insurance  benefits. 

3*  Maximum  benefits;  Benefits  paid  up  to  a  maximum  of  010,000 

for  each  covered  individual.  No  more  than 
05,000  payable  in  a  calendar  year.  Ten  thousand 
dollar  maximum  reinstated  upon  satisfactory 
proof  of  good  health* 

Benefits  —  Employees  over  65  and  Retired  Employees 

!♦  ^lan  pays;  75  percent  of  covered  medical,  hospital,  and 

surgical  expenses  (except  hospital  room  and 
board)  over  yearly  deductible  for  each  covered 
individual.  Employee  may  be  reimbursed  in  full 
or  in  part  for  hospital  room  and  board  expenses 
by  drawing  against  group  life  insurance.  The 
maximum  reimbursement  will  be  one-half  the  ul¬ 
timate  amount  of  his  life  insurance,  (The  ul¬ 
timate  amount  is  25  per  cent  of  his  insurance 
at  age  65.) 
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2*  -Deductiblp:  Reimbursement  begins  rater  *>200  of  medical,  hos¬ 
pital  (except  hospital  room  and  board),  or  sur¬ 
gical  expenses  in  a  calender  year#  No  separate 
deductibles  for  different  kinds  of  expense* 

Any  benefits  received  from  basic  health  insurance 
may  be  used  to  meet  the  0200  deductible# 

3*  Maximum  benefits:  No  more  than  0 5,000  paid  to  a  family 

group  (employee  and  all  dependents)*  No  more 
than  02,500  in  a  calendar  year*  Maximums  not 
reins tat eable#  Hospital  room  and  board  payments 
not  counted  towards  :j5,000  and  02,500  maximum* 

Method  of  Insuring^ 

1«  LegislatL  on:  Major  medical  expense  insurance  will  be  pro¬ 
vided  by  amendment  to  the  Federal  Employees 1 
Group  Life  Insurance  Act* 

2#  Purchase  of  A  policy,  or  policies,  will  be  purchased  by  the 
Policy:  Commission  from  one  or  more  insurance  companies# 

3*  Reinsurance:  The  major  medical  expense  insurance  will  be  re¬ 
quired  to  be  reinsured,  according  to  a  prescribed 
formula,  with  all  other  interested,  eligible,  and 
legally  competent  insurance  companies  and  corn- 
munit;/  non-profit  health  insurance  organizations# 
The  reinsurance  formula  will  favor  smaller  com¬ 
panies,  as  did  the  group  life  insurance  rein¬ 
surance  formula# 


March  1?,  1956 


MAJOR  MEDICAL  EXPENSE  INSURANCE  PLAN  FOR 
FEDLRAI.  ivHPLOYEIwS  AND  THEjEff  DEPENDENTS 


Pert  A»  Benefits  Prior  to  Retirement  or  Age  65 

1*  Individuals  Covered*  All  current  employees  insured  for  Group 
Life  Insurance  end  their  eligible  dependents » 

2.  .Benefits: For  each  covered  individual,  benefits  are  75  per  cent 
of  the  amount  by  which  covered  medical,  hospital,  and  surgical 
expenses  incurred  in  a  calendar  year  exceed  the  following  de- 
deatible  amounts: 


(1)  Medical  expense  deductible— 


The  Medical  Expense  De¬ 
ductible  for  each  covered 
individual  shall  be— 


If  the  Amount  of  Group 
Life  Insurance  is— 


01,000  through  05,000 
6,000  through  10,000 
11,000  and  over 


The  above  medical  expense  deductible  must  be  paid  by  or  in  be¬ 
half  of  each  covered  individual*  Any  cash  or  service  benefits 
provided  to  a  covered  individual  under  any  other  policy  or 
contract  of  insurance  will  not  be  counted  towards  the  medical 
expense  deductible# 

(2)  Hospital  and  surgical  expense  deductibles— 


The  hospital  expense  deductible  for  each  covered  in¬ 
dividual  will  be  0500.  The  surgical  expense  deductible 
for  each  covered  individual  will  be  0250* 


Cash  or  service  benefits  for  hospital  and  surgical  expenses 
paid  to  or  in  behalf  of  a  covered  individual  under  any  other 
policy  or  contract  of  insurance  Trill  be  credited  towards  the 
hospital  and  surgical  expense ^deductibles*  If  the  basic 
health  insurance  provides  benefits  5.n  excess  of  these  deductibles 
the  major  medical  expense  insurance  will  pick  up  where  the 
other  insurance  leaves  off* 

3*  maximum  Benei its :  For  each  covered  individual  the  maximum 

benefit  payable  is  ..>10,000  (05,000  in  any  one  year):  more  than 
010,000  will  be  payable  if  the  reinstatement  requirements 
outlined  in  3— Other  Benefit  Provisions—  are  satisfied# 
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Part  3*  .Benefits  After  Hetirenent  or  Age  65 


1.  Individuals  Covered:# 

(a)  All  employees  ho  retire  prior  to  their  sixty-fifth 
birthday  and  are  then  eligible  for  continuance  of 
Group  life  insurance  and  their  dependents  covered 
at  retirement * 

(b)  All  employees  in  active  employment  who  have  reached 
their  si;rty-fifth  birthday  and  'iho  have  croup  life 
insurances  and  their  dependents  covered  at  the  em¬ 
ployee^  sixty -fifth  birthday. 

(c)  All  employees  retiring  on  or  after  their  sixty-fifth 
birthday  and  who  are  eligible  for  continuance  of 
Croup  life  insurances  and  their  dependents  covered 
at  the  employee^  sixty -fifth  birthday. 

2.  Benefits t  For  each  covered  individual,  benefits  arc  75  per 
cent  ox  the  amount  by  vhich  coverea  medical,  hospital,  and 
surgical  expenses  (other  than  hospital  room  and  board)  in  any 
calendar  year  exceed  0200*  Any  benefits  received  from  other 
insurance  for  covered  medical,  hospital,  and  surgical  ex¬ 
penses  may  be  used  to  offset  the  ^200.  If  the  other  insurance 
provides  benefits  in  excess  of  this  initial  amount,  the  major 
medical  expense  insurance  will  pick  up  where  the  other  in¬ 
surance  left  off. 


3. 


maximum  Benefits:  The  maximum  benefit  is  05 j 000  f1 
ployee •s  family  group  (as  defined  in  Part  F)  with 


'or  the  em- 
a  maximum  of 

02,500'  in  any  calendar  year.  These  maximum  amounts  will  be 
available  regardless  of  major  medical  benefits  used  before 
retirement  or  ace  sixty -five. 


U.  Hospital  Hoorn  and  Board  Charges:  These  charges  are  not  covered 
expenses  and  will  not  be  counted  toward  the  0200*  However,  an 
employee  may  be  reimbursed  in  full  or  in  part  for  hospital 
room  and.  board  expenses  by  drawing  against  his  group  life 
insurance.  The  maximum  reimbursement  will  be  one-half  the  ul¬ 
timate  amount  of  his  life  insurance  (the  ultimate  amount  is 
25  per  cent  of  the  amount  of  his  life  insurance  at  his  sixty- 
fifth  birthday). 


■fcPart  A  benefits  for  these  individuals  will  continue  t  lira  ugh 
the  end  of  the  calendar  year  in  which  the  employee  retires  or 
reaches  Age  sixty-five,  whichever  is  earlier# 


Part  C .  Covered  Expenses 

Covered  expenses  o.re  charges  incurred  for  services  of  the  following 
kinds  when  performed  or  prescribed  by  a  physician  or  surgeon  and  to 
the  extent  such  expenses  are  reasonable,  necessary ,  and  customary: 

1,  Covered  Medical  Expenses  (Counted  toward  the  Medical  Expense 
Deductible]*:  ~ 

(a)  Services  of  physicians,  including  specialists , 
for  other  than  surgical  opera tions,  such  as: 

-  treatment  at  home,  office,  or 
hospital 

-  examination 

-  diagnosis 

-  consultation 

-  injections 

-  phychiatric  care 

-  pediatric  care 

(b)  Services  of  registered  graduate  nurses — other  than 
a  nurse  who  ordinarily  resides  in  the  employee’s 
home  or  who  is  a  member  of  the  employee's  immediate 
family. 

(c)  Medical  expenses  when  not  covered  as  in-hospital 
expenses  under  No.  2  below,  such  as: 

-  anesthesia 

-  x-ray,  laboratory,  and  other  diag¬ 
nostic  services 

-  oxygen  and  its  administration 

-  x-ray  or  radium  treatment 

-  drugs  and  medicines 

-  rental  of  iron  lung  or  other  durable 
equipment,  such  as  wheel  chairs, 
required  for  temporary  therapeutic  use. 

-  blood  transfusions,  including  blood 
or  blood  plasma 
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(d)  Physiotherapy,  -when  the  attending  physician  certi¬ 
fies  that  he  has  prescribed  physiotherapy  by 
duration  and  by  specific  type  for  the  therapeutic 
treatment  of  the  individual. 

(e)  Artifical  limbs,  artificial  eyes,  and  other 
artificial  replacements. 

(f)  Local  professional  ambulance  service. 

2.  Covered  Hospital  Expenses  (Counted  toward  the  Hospital  Expense 

deductible  J: . .  . “ 

The  charges  of  a  hospital  required  for  medical  care  or  surgical 
treatment  including  hospitalization  for  tuberculosis,  mental 
or  nervous  disorders,  'when  ward  or  semi -private  accommodations 
are  used  there  is  no  limit  on  the  amount  of  the  hospital1 s 
daily  room  and  board  charge  that  may  be  considered  as  a  covered 
hospital  expense.  However,  when  private  accommodations  are 
used  the  maximum  room  and  board  charge  to  be  counted  as  covered 
expense  will  be  equal  to  3/I4.  of  the  hospital's  charge  for  the 
accommodations  occupied.  Reimbursement  will  be  limited  to 
75>  per  cent  of  this  reduced  amount.  For  individuals  covered 
under  Part  B,  hospital  room  and  board  charges  will  not  be 
covered,  but  other  hospital  expenses  will  be  covered. 

3.  Covered  Surgical  Expenses  (Counted  toward  the  Surgical  Expense 
Deductible) : 

Charges  by  surgeons  and  assistant  surgeons,  including  pre-  and 
post-operative  care,  for  surgical  procedures  as  defined  under 
"Part  F.  Definitions." 


Part  D.  Expenses  Not  Covered 
The  following  expenses  are  not  covered: 

1.  Expenses  incurred  for  pregnancy  or  resulting  childbirth, 
miscarriage,  or  Cesarean  section,  or  for  pre-  or  post-natal  care. 
However,  if'  there  are  severe  medical  or  surgical  complications 
for  pregnancy  commencing  while  insured,  any  additional  medical, 
hospital,  and  surgical  expenses  due  to  such  complications  will 

be  covered.  Severe  complications  include  extra-uterine  pregnancy 
or  complications  requiring  intr a- abdominal  surgery  after  termina¬ 
tion  of  pregnancy,  as  well  as  pernicious  vomiting  of  pregnancy 
and  toxemia  with  convulsions. 

2.  Dental  care,  treatment,  and  applicances,  except  dental  surgery 
and  appliances  to  the  extent  necessary  for  the  correction  of 
damage  caused  by  accidental  injury  or  impairing  illness  suffered 
while  insured. 


3.  Cosmetic  surgery  or  treatment,  except  to  the  extent  necessary 
for  correction  of  damage  caused  by  accidental  inj.ury  or 
impairing  illness  suffered  while  insured. 

li.  Any  expenses  resulting  from  an  injury  arising  out  of  or  in  the 
course  of  employment  or  from  a  sickness  for  which  the  individual 
is  entitled  to  benefits  under  any  workmen' s  compensation  or 
occupational  disease  law. 

5.  Eyeglasses,  hearing  aids,  and  examinations  for  prescription  or 
fitting  thereof,  except  to  the  extent  necessary  for  correction 
of  damage  caused  by  accidental  injury  while  insured. 

6.  Any  services  received  from  any  facility  contracted  for  or 
operated  by  any  Government  agency  which  are  or  may  be  obtained 
without  cost  to  the  individual  by  compliance  with  laws  or  regu¬ 
lations  enacted  by  any  Federal,  State,  Municipal,  or  other 
governmental  body. 

7.  Services  received  for  injury  or  sickness  due  to  war  (declared  or 
undeclared)  or  any  act  of  war,  which  act  shall  have  occurred 
after  the  effective  date  of  this  plan.  This  provision  will  not 
exclude  non-compensated  expenses  incurred  after  return  to  active 
employment  following  the  injury  or  sickness  referred  to  above. 

8.  Expenses  for  which  payment  or  reimbursement  is  received  by  or 
on  the  account  of  the  individual  as  a  result  of  legal  action  or 
settlement  from  any  other  person  or  persons. 

9.  Expenses  to  the  extent  of  benefits  paid  by  any  other  insurance 
or  services  provided  by  any  prepayment  plan.  If  the  other 
insurance  has  any  provision  similar  to  this  provision,  this  plan 
will  not  pick  up  until  benefits  of  the  other  insurance  would  have 
ceased  without  the  application  of  such  similar  provision. 

NOTE:  Hospital  expenses  excluded  in  any  calendar  year  because 
of  items  No.  1  and  9  above  shall  be  counted  toward  the  '^$00 
of  hospital  expense  deductible  in  that  calendar  year.  Surgical 
expenses  and  expenses  for  obstetric  procedures  excluded  in  any 
calendar  year  because  of  items  No.  1  and  9  above  shall  be 
counted  toward  the  $2^0  surgical  expense  deductible  in  that 
calendar  year. 


Part  E.  Oth®£  Benefit  Provisions 

i*  Common  Accident  Provision:  A  separate  deductible  will  be  applied 
to  each  covered  individual,  except  in  the  event  of  a  common 
accident.  If  two  or  more  covered  members  of  an  employee's  family 
are  injured  in  the  same  accident,  covered  medical  expenses  which 
result  from  the  accident  in  the  calendar  year  of  the  accident 
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and  in  the  following  calendar  year  will  be  combined  and  one 
medical  expense  deductible  will  be  charged  against  all  such 
medical  expenses.  The  same  procedure  shall  also  be  applicable 
to  hospital  ami  surgical  expenses  and  deductibles.  In  such 
a  case,  the  one  medical  expense  deductible  shall  be  that 
applicable  to  the  injured  member  who  has  the  largest  deductible 
at  the  date  of  the  accident. 

2.  Carry-over  Provision  for  Medical  Expenses:  So  that  an  individual 
may  not  have  to  meet  two  medical  expense  deductible  requirements 
within  a  relatively  short  period  of  time,  covered  medical 
expenses  incurred  while  insured  during  the  last  three  months  of 

a  calendar  year  and  charged  to  the  medical  expense  deductible 
amount  for  that  year  will  be  used  to  reduce  the  deductible  amount 
for  the  next  calendar  year.  . 

3.  Hospital  and  Surgical  Expenses  Commencing  in  One  Year  and 

Ending  in  Another’:  ~  . . 

To  avoid  the  necessity  for  an  individual  having  to  meet  more 
than  once  the  hospital  and  surgical  expense  deductible  amounts 
when  such  expenses  start  in  one  calendar  year  and  continue  into 
another: 

(a)  Only  one  hospital  expense  deductible  will  be 
applicable  to  hospital  charges  incurred  during 
one  continuous  period  of  hospital  confinement 
or  successive  periods  of  hospital  confinement 
not  separated  by  three  months  or  complete 
recovery. 

(b)  Only  one  surgical  expense  deductible  will  be 
applicable  to  surgical  fees  for  surgical 
operations  not  separated  by  three  months  or 
complete  recovery. 

lu  Reinstatement  of  Maximums :  At  any  time  after  01,000  in  benefits 
has  been  paid  on  account- of  any  one  individual,  application  may 
be  made  for  reinstatement  of  the  010,000  maximum  amount  payable. 
This  reinstatement  depends  upon  the  acceptance  by  the  insurance 
company  of  satisfactory  evidence  of  complete  recovery.  This 
may  include  submission  of  evidence  of  insurability,  furnished 
at  the  individual’s  own  expense.  An  employee  but  not  a 
dependent  will  be  considered  completely  recovered,  without 
submission  of  evidence  of  insurability,  if  he  has  been 
continuously  at  work  for  a  year  without  medical  care  for  other 
than  a  minor  ailment.  This  provision  does  not  apply  to  benefits 
after  retirement  or  age  sixty-five. 

5.  Changes  in  Amount  of  Life  Insurance  During  the  Calendar  Year:  If 
the  amount  of  group  lTfe  insurance"" changes  during  a  calendar 
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year  so  as  to  place  the  employee  in  a  different  medical  expense 
deductible  classification,  the  new  deductible  amount  will  be 
effective  at  the  beginning  of  the  calendar  year  after  the 
year  in  which  the  change  is  made.  If  a  change  in  the  amount 
of  group  life  insurance  is  made  on  January  1,  the  new  deduc¬ 
tible  amount  will  be  effective  on  the  same  day. 


Part  F.  Definitions 

1.  The  term  ’’children1'  includes  (1)  the  employee's  own  children 
and  legally  adopted  children,  (2)  stepchildren  who  reside  in 
the  employee's  household,  and  (3)  children  supported  by  the 
employee  and  permanently  residing  in  the  household  of  which 
the  employee  is  the  head. 

2.  The  terra  "dependent"  means 

(1)  in  the  case  of  any  male  employee — 

(A)  his  wife; 

(B)  his  unmarried  children  under  twenty-one  years 
of  age,  and  his  unmarried  children  over 
twenty-one  years  of  age  incapable  of  self- 
support  by  reason  of  mental  or  physical 
disability,  and  who  became  so  incapable  before 
reaching  age  twenty-one; 

(2)  in  the  case  of  any  female  employee — 

(A)  her  husband,  if  he  is  incapable  of  self- 

support  by  reason  of  mental  or  physical  r 
disability; 

(B)  her  unmarried  children  under  twenty-one 
years  of  age,  and  her  unmarried 
children  over  twenty-one  years 

of  age  incapable  of  self-support 
by  reason  of  mental  or  physical 
disability,  and  who  became  so 
incapable  before  reaching  age 
twenty-one;  tytyided.  That  her 
husband  is  deceased  or  is  a 
dependent  included  in  (A)  imme¬ 
diately  preceding,  or  Provided, 

That  the  children  have  received 
no  support  from  a  father,  a  step¬ 
father,  or  adoptive  father  within 
the  preceding  year. 
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The  fact  of  dependency  and  disability  will  be  determined  by 
the  Civil  Service  Commission.  Its  decision  with  respect  to 
such  matters  will  be  final  and  conclusive  and  not  subject  to 
review.  The  Commission  may  order  or  direct  at  any  time  such 
medical  or  other  examinations  as  it  deems  necessary  to 
determine  the  facts  relative  to  the  nature  and  degree  of 
disability  of  any  such  dependent.  A  child  or  wife  will  not 
be  considered  a  dependent  if  he  or  she  either  (a)  is  insured 
as  an  employee  under  this  plan  or  (b)  is  in  the  armed  forces 
of  any  country.  Ho  person  will  be  covered  both  as  an 
employee  and  as  a  dependent ,  and  no  person  may  be  considered 
as  a  dependent  of  more  than  one  employee. 

3.  Physicia  n;  An  individual  legally  licensed  to  practice  medicine 
and  to  administer  all  drugs,  or  to  perform  all  surgery. 

1±.  Drugs  and  Medicines:  Drugs  and  medicines  requiring  a  physician's 
prescription,  dispensed  by  a  licensed  pharmacist  or  physician, 
and  necessary  to  the  treatment  of  a  particular  illness. 

Hospital:  A  regularly  constituted  hospital  operated  for  the 
care  and  treatment  of  sickness  and  injuries  and  having  facilities 
for  diagnosis,  major  surgery,  and  2l|-hcur  nursing  service.  For 
a  hospital  primarily  concerned  with  the  treatment  of  chronic 
diseases,  the  major  surgery  requirement  will  be  waived  if  it 
meets  all  the  other  requirements.  The  term  "hospital"  may  not 
include  an  establishment  that  is,  other  than  incidentally,  a 
place  for  rest,  a  place  for  the  aged,  a  place  for  drug  addicts, 
a  place  for  alcoholics,  a  nursing  home,  a  hotel,  or  the  like. 

6.  Hospital  Charges:  Charges  billed  by  a  hospital  for  services  by 
the  hospital  staff  or  employees  to  an  in-patient  for  surgical 
and  medical  diagnosis  and  treatment.  Examples  of  such  services 
are:  room  and  board,  including  regular  nursing  services, 
anesthetics,  use  of  operating  room,  x-rays,  laboratory  services, 
drugs  and  medicines,  and  similar  hospital  services. 

7.  Surgical  Procedures:  These  include  but  are  not  limited  to 
incision,  excision,  endoscopy,  repair,  manipulation,  suture, 
introduction,  destruction,  amputation,  surgical  collapse  therapy, 

8.  Family  Group:  As  used  in  Part  B,  this  means  the  employee  and 
the  employee*  s  spouse  and  dependent  children  covered  on  the 
employee*  s  sixty-fifth  birthday  or  at  retirement,  if  retirement 
occurs  prior  ’to  age  sixty-five. 

9.  Local  Professional  Ambulance  Service:  This  includes  professional 
ambulance  service  when  used  to  transport  the  individual  from 

the  place  where  he  is  injured  by  an  accident  or  stricken  by  an 
illness  to  the  first  hospital  where  treatment  is  given,  or  to 
another  hospital  in  the  area  when  such  change  of  hospitals  is 
necessary  and  recommended  by  the  attending  physician.  Also 
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included  is  local  professional  ambulance  service  from  a  hospital 
to  the  patient' s  home  when  made  necessary  by  the  patient' s 
condition.  JTo  other  charges  for  transportation  or  travel  are 
covered. 


i 


\ 


1. 
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Part  G*  Effective  Date  of  Insurance 


All  employees  insured  for  group  life  insurance  on  the  effective  date  of 
the  major  medical  expense  insurance,  except  those  retired  prior  to  that 
date,  will  be  automatically  covered  on  that  date* 

2.  Any  employee  retired  prior  to  the  effective  date  of  the  major  medical  ex¬ 
pense  insurance  will  become  insured  on  the  first  day  after  his  return  to 
work  that  he  is  insured  for  group  life  insurance. 

3.  Any  employee  becoming  insured  for  group  life  insurance  after  the  effective 
date  of  the  major  medical  expense  insurance  will  become  insured  on  the 
effective  date  of  his  life  insurance. 

4.  Insurance  for  the  dependents  then  eligible  will  become  effective  on  the 
date  the  employee's  insurance  become  effective. 

5.  New  dependents  acquired  after  the  employee  becomes  insured  will  become 
insured  on  the  date  the  employee  acquires  such  dependents. 

6.  In  order  to  be  reimbursed,  a  charge  for  a  covered  expense  must  be 
incurred  while  the  individual  is  insured.  If,  on  the  effective  date 
of  an  individual's  insurance,  the  individual  is  confined  in  a  hospital 
or  other  institution  for  care  or  treatment  or  is  confined  at  home  under 
the  care  of  a  physician  or  surgeon  because  of  a  disabling  physical  or 
mental  sickness  or  injury,  reimbursement  will  not  be  made  for  expenses 
which  are  incurred  prior  to  the  date  that  such  individual  has  been 
discharged  from  the  hospital  or  other  institution,  and  is  no  longer 
confined  at  home  under  the  care  of  a  physician  or  surgeon. 

Part  H.  Discontinuance  of  Insurance 

The  major  medical  expense  insurance,  except  as  noted  in  "Part  I.  Major 
Medical  Expense  Insurance  After  Retirement,"  stops  on  the  earliest  of  the 
following  dates: 

(1)  The  date  of  separation  of  the  employee  from  the  service. 

(2)  The  date  a  period  of  twelve  months  of  continuous  non-pay  status 
ends  for  the  employee. 

(3)  The  day  immediately  before  the  day  the  employee  enters  active 
military  duty  (except  when  the  employee  has  been  granted  military 
leave  with  pay  from  his  civilian  position) . 

(4)  For  any  surviving  dependent  of  a  deceased  employee,  the  end  of  the 
calendar  year  in  which  the  employee  dies. 

(5)  The  date  of  any  other  change  in  employment  resulting  in  loss  of 
eligibility  for  group  life  and  major  medical  expense  insurance. 

(6)  The  last  day  of  the  pay  period  during  which  the  employing  office 
receives  a  waiver  of  life  and  major  medical  expense  insurance  from 
the  employee. 
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(7)  The  date  of  termination  of  the  major  medical  expense  insurance  plan* 

(B)  For  a  dependent  of  an  employee  whose  major  medical  expense  insurance 
has  not  terminated:  the  date  that  such  person  ceases  to  be  a 
dependent  as  defined  in  Part  F* 

Continuation  of  Benefits  After  Insurance  Stops:  If  the  employee  or  one  or 
more  of  his  dependents  is  confined  in  a  hospital  or  other  institution  for  care 
or  treatment,  or  is  confined  at  home  under  the  care  of  a  physician  because  of 
of  a  disabling  physical  or  mental  sickness  or  injury  on  the  date  major  medical 
expense  insurance  stops,  benefits  will  be  continued  for  covered  expenses 
incurred  for  that  individual  before  the  date  the  individual  is  discharged 
from  the  hospital  or  institution  and  is  no  longer  confined  at  home  under  the 
care  of  a  physician;  but  benefits  will  not  continue  beyond  a  year  from  the 
date  on  which  the  major  medical  expense  insurance  stops* 

For  a  pregnancy  existing  on  the  date  the  major  medical  expense  insurance 
stops,  benefits  will  be  payable  for  severe  medical  or  surgical  complications 
of  that  pregnancy  for  covered  expenses  incurred  prior  to  the  end  of  one  year 
from  the  date  on  which  such  pregnancy  terminates. 

Part  I.  Major  Medical  Expense  Insurance  After  Retirement 

If  at  the  time  the  major  medical  expense  insurance  would  otherwise  stop 
under  items  No.  1  or  No.  2  of  "Discontinuance  of  Insurance"  the  employee  is 
retired  and  is  eligible  for  continuance  of  group  life  insurance,  the  major 
medical  expense  insurance  will  be  continued  under  Part  B,  The  change  in 
coverage  from  Part  A  to  Part  B  will  become  effective  on  the  first  day  of  the 
calendar  year  next  following  the  date  of  the  retirement*  If  on  the  date  of 
such  change,  a  covered  individual  is  confined  in  the  hospital  or  other 
institution  for  care  and  treatment  or  is  confined  at  home  under  the  care  of 
a  physician  because  of  a  disabling  physical  or  mental  sickness  or  injury, 

Part  A  benefits  will  be  continued  for  covered  expenses  incurred  for  that 
individual  before  the  date  the  individual  is  discharged  from  the  hospital 
or  institution  and  is  no  longer  confined  at  home  under  the  care  of  a 
physician,  but  Part  A  benefits  will  not  continue  beyond  the  end  of  the 
calendar  year  following  the  yoar  in  which  the  employee's  retirement 
occurred.  In  the  case  of  any  such  individual,  Part  B  benefits  will  become 
effective  when  Part  A  benefits  provided  by  the  preceding  provisions  cease 
to  apply. 


Part  J.  Claims  and  Benefits 

Benefits  under  the  plan  are  payable  by  the  insurance  company  upon  receipt 
of  proof  of  claim*  The  date  the  expenses  are  incurred  is  the  date  the 
service  is  received  or  the  purchase  of  a  drug  is  made;  not  the  date  a  bill 
for  services  or  purchases  is  received.  Claims  will  be  filed  with  the 
insurance  company  through  the  employing  office  of  the  employee*  The 
employing  office  will  supply  claim  forms.  It  is  the  responsibility  of  the 
employee  to  furnish  proof  of  loss  within  the  time  prescribed*  Proof  of 
claim  must  be  filed  not  later  than  90  days  after  the  end  of  the  calendar 
year  in  which  the  loss  for  which  claim  is  made  is  incurred  unless  it  is 
not  reasonably  possible  to  do  so  and  proof  is  filed  as  soon  as  is  reasonably 
possible.  The  insurance  company  reserves  the  right  to  medically  examine 


an  individual  for  whom  claim  is  made.  In  the  event  an  individual  is 
entitled  to  receive  payment  or  reimbursement  from  any  other  person  or 
persons  as  a  result  of  legal  action  or  claim  with  respect  to  any 
expenses  paid  or  reimbursed  to  him  under  this  plan,  the  insurance 
company  shall  be  entitled  to  rights  of  subrogation  against  such 
other  person  or  persons. 


Part  K.  Certificate 

The  employee  will  receive  a  supplement  to  the  Federal  Employee's  Group 
Life  Insurance  Certificate  describing  the  Major  Medical  Expense  Insurance 
Plan. 


Part  L.  Amendment  or  Termination 

The  major  medical  expense  insurance  may  be  modified  or  terminated  as  may 
be  required  by  any  change  in  the  Federal  Employees1  Group  Life  Insurance 
Act  of  1954  or  for  any  other  reasons.  The  Commission  will  be  authorized, 
after  consultation  with  the  employee  advisory  committee,  to  increase, 
decrease,  or  otherwise  change  the  Major  riedical  expense  benefits.  The 
actuarial  value  of  the  changed  benefits  must  be  at  least  75  per  cent  of 
the  actuarial  v alue  of  the  benefits  enacted.  Any  such  modification  or 
termination,  however,  will  not  affect  adversely  any  claim  for  covered 
expenses  incurred  prior  to  the  effective  date  of  such  amendment  or 
termination. 


Part  M.  Payment  of  Benefits 

Benefits  of  major  medical  expense  insurance  are  for  the  purpose  of  reim¬ 
bursing  the  employee  or  the  employee  and  his  dependents  for  expenses 
actually  incurred.  Benefits  are  payable  only  with  respect  to  charges 
that  would  have  been  made  even  if  no  insurance  existed  and  that  the 
employee  (or  a  dependent  of  the  employee)  is  legally  obliged  to  pay. 
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